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Question:
D.T.E. 1-38(B)

Response:

Please refer to p. 9 of the Company’ s Supplementa VVolume |. The Company states
that the forecast was based upon a sequentid time series data set panning from
November 1993 through October 2001. In addition the Company filed its Forecast
and Supply Plan with D.T.E on March 15, 2002. In this regard,

(8 didthe Company useinformation on the key variable during the four months span
between the end of the time series and the time of filing? Please, discuss,

(b) present on aseparatetable and for the period November, 2001 to February, 2002
the forecast and backcast of the number of customers and use per customers
for each customer class,

(c) didthe Company use actud migration datafor al customers classesfor the period
November, 2001 to February, 20027 Please, discuss;

(d) provideaTablewith dataon reverse migration for the period November, 2001 to
February, 2002.

(& Noitdid not.

(b) Seetable attached.

(©) No it did not.

(d) Only one customer during the November, 2001 to February, 2002 period reverted

back to default service. The customer was residentia heating (R3) whose tota
capacity assgnment was 7 dth.
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Date Filed:

Question:
D.T.E.1-44
@

(b)
(©

(d)

Response:
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William Bar schdorf
August 9, 2002

Please refer to p. 32 of the Company’ sfiling. It states that Berkshire maintains weether
datafor degree-days (“DD’s) and effective degree-days (“EDD’s). In thisregard,
define degree-days (“DD’s) and effective degree-days (“EDD’ s). Please, emphasize the
differences between those two temperature measures and how those differences gpplied to
Berkshire service territory;

judtify the use of degree-days (“DD’s) in the development of the normd and the design
planning stlandards instead of the effective degree-days (“EDD’s);

the Company states that weather patterns experienced in Berkshire' sserviceterritory are
the coldest and most severe in the state (see p. 41 of the Company’ sfiling). Isthere any
relation betweenusng (“DD’ s) ingead of (“EDD’ s) and the Company’ sweether patterns?
show graphicdly, using line graphs, and dso in a tabular form, the average monthly
minimum, the average monthly maximum average degree-days (‘DD’s) and effective
degree-days (“EDD’s) for the Company’ s service territory and for the past 20 years.

Hegting degree days are measured by taking the average of the daily maximum and
minimum temperatures and subtracting from 65. Effective degree days take into
consderation the wind chill effect on the maximum and minimum temperatures each day,
typicdly resulting in dightly higher degree day totds. The Company, as stated on pages
31-32 of thefiling, did not update its last weather study inthe course of preparing itsfiling
in this proceeding. Although historicad effective degree day data is being accumulated,
Berkshire continued to rely upon the planning recommendations gpproved initslag filing in
developing this forecast. The Company will consider conducting a weather study in
connectionwithits next forecast filing and, as appropriate, will rely on the recommendations
of that study on whether to revise its planning standards so as to be stated in effective
degree days.
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Question:
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Please refer to p. 32 of the Company’ s filing. The Company continues to rely upon the
most recent sudy performed by Management Applications Consulting, Inc. (“MAC”) to
develop the Company’ s design planning sandards. Please,

clarify when the MAC study was performed and the time span covered by the study;
discuss whether or not the most recent weather data (from 1998 to 2001) was used to
updated MAC study on the design day, design year, design winter and cold snap planning
standards;

if applicable, judtify, using the most recent weether data (from 1998 to 2001), theuse of the
same aforementioned design standards for the current forecast and supply plan.

The MAC study was performed in June 1991 and used the Company’ s historical degree
day data dating back to 1951. The study was not updated for thisfiling. As stated on

pages 31- 32 of thefiling, the Company took into congderation that it would be updating its
econometric modd and would be incurring substantia costs associated with the revision.
The Company believesthat the design sandards recommended by the MAC study aretill

appropriaeinitscurrent planning process. Most importantly, Berkshire has experienced a
design day within the past decade and a design winter within the past twenty five years.

These events confirm the Company design standards are proper.
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Pease explain the following statement: The Company believesthat the continuing reliance
upon these weather standardsisappropriate and cost-beneficid for planning purposes(see
p. 33 of the Company’ s filing). Please present evidence supporting that satement for the
new forecast period 2001/02-2005/06.

Asdgated on page 33 of the Company’ sfiling, the Company cons dered many factorswhen
andyzing whether to continueto rely upon its existing weether sandards. Whilethe cost of
updating the study was considered, what was more appropriate waswhether, onceastudy
was updated, the Company would make changestoitsportfolio. Asdescribed throughout
the filing, the Company maintains an extremdy flexible portfolio, particularly inthe area of
peaking resources. For ingtance, the Company’s contract with Fittsfidld Generating
Company (see page 79 of the Company’ sfiling) providesfor peak supply a no cost to the
ratepayer unlessthat resourceiscalled upon. The same can be said of the Company’ sload
management rate and even its propane facilities, as only very limited costs are associated
with these largely depreciated facilities. Further, if any trend can be discerned from the
more recent weather it is that the weether is getting warmer, not colder. The Company
believesthat it should gill maintain the samelevel of peaking resources when you consider
that, for many of those resources, there is no cost or minima cost to the ratepayer to
maintain those peak supplies and, as described in the response to Information Request
D.T.E. 1-45, peak or near peak westher conditions have been experienced in recent years.
Thus, becauseit was highly unlikely that any further refinement to the Company’ s pesking
resources would be implemented during the forecast period, the Company did not believe
that it was necessary to incur the added costs of awesather study at thistime. For al these
reasons, the Company continuesto believe that continuing to rely on the previous weether
study is appropriate and cost-beneficid for planning purposes.
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Please discuss in detall how and to what extent Berkshire' s acquisition by Energy East
Company hasimproved the Company’ sintegrated resource planning (IRP) processand the
provison of reliable and least-cost service to its customers.

The Company’s acquidtion by Energy East Company will fadlitate the continuing
improvement of the Company’ sintegrated resource planning processin many ways. First,
on an operational manner, the Company may formdly and informaly draw upon the
knowledge and experience of a wider range of experts a its affiliated companies. The
Company regularly meetswith other forecasting and planning experts. These meetingsdo
enable the sharing of information onmarket devel opments, regul atory changes, forecasting
techniques, available data and experiences with consultants.  Second, the merger has
facilitated an increasing integration of certain planning activitieswhere beneficia. The most
noticeable example is the Company’ s participation in the BP Energy Alliance. BPwould
not have been interested in providing portfolio optimization serviceto Berkshireon astand-
adonebass. Infact, severa respondents to the Company’ srecent bid solicitation process
for portfolio optimization service declined to respond because they could not find enough
vaue inthe Company’sportfolio. By participaing in this Alliance, Berkshireis providing
sarvice to its customers on more than a least cost bass. That is, if no optimization
occurred, the Company’ sexisting contractsdo provide aleast- cost resource to cusomers.
Optimization provides additiona savings above those least-cost resources. Further, the
Alliance is structured such that the greater the optimization, the greater the savingsthet is
provided to dl of the Energy East LDCs. Thus, when customers need grester optimization,
during times of volatility and high prices, Berkshire can provide that benefit. However, if
the Company was not affiliated with Energy East, those type of savings could not be
generated on astand-aone basis. See dso the responseto DTE 1-61.
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D.T.E. 1-62
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Please refer to page 48 of the Company’s filing. Please provide the basis for the
Company’ sassertion that Berkshire' s“ahility to be“inthemarket” onadaily bassthrough
itsdliance with BP Energy and the other East Energy companieshasenabled it to maximize
its optimization opportunities” In your response, please provide figures showing the
optimization savings realized by the Berkshire each year as astand-done company during
the past ten years. How do these savings compare with the savings redized by the
Company as part of the East Energy dliance?

In previous optimization dedls in which Berkshire participated, the Company was not “in
the market on adaly basis” That is, sSomeone managed the Company’s portfolio oniits
behdf. As part of the BPEnergy Alliance, the Company makesdaily decisonsastohow
its portfolio should be utilized due to its daly participation with the other Alliance
participants. Assoon asan opportunity arises, the Company, aong with the other Energy
East LDCs, can participate due to this constant involvement.

The market has changed dramaticaly since the Company first participated in optimization
opportunities. It isimportant to review this history and understand how the market has
evolved since FERC Order 636 was established in September 1993. Berkshirehasbeen
very activein managing its portfolio and ensuring least cost gas and reliable servicefor its
firm customers, especidly sncethefina implementation of FERC Order 636 in November
1993. Under Order 636, gas distribution companies became solely responsible for
securing and managing their own gas suppliesand supply assets. 1n adapting to thischange,
Berkshire played aninstrumenta rolein forming apurchasing codition comprised of seven
New England gas digtribution companies. The Mansfidld Consortium, as it was named,
used the member companies combined purchasing power to enhance their ability to
negotiate aggressively- priced supply contracts with very favorable terms and conditions
matching those that would only be available to larger purchasers in the merketplace. In
doing 0, the companies, including Berkshire, were able to provide their cusomers with
reliable gas supplies a competitive prices.

In addition to the advent of the Mansfield Consortium, Berkshire aso looked & the
requirements of deregulation under Order 636, and a subsequent Department Order in
D.P.U. 93-141, and assessed its ability to market gas suppliesthrough off-sysemsdesand
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rel ease excess cgpacity when not being used by itsfirm customersin order to maximizethe
use of its assets. While Berkshire did not have the administrative resourcesto market off-
system sales and release excess capacity, it did utilize the services of Pendulum Gas
Resources. From 1993 through 1999, Berkshirewas ableto return substantial amountsto
its firm ratepayers due to this reaionship while still ensuring least cost gas and reliable
service.

Upon the Department’ s Order in 98-32-B which unbundled the natural gas market on the
datelevd resulting in astatewide customer choice program beginning November 1999, the
Department accepted the concept of a*Portfolio Auction” so that al Massachusetts gas
customerswould havethe ability to receiverdiable, safe and least-cost serviceevenif they
were not able to purchase their gas from a third party marketer. Shortly theresfter,

Berkshirewent through arobust, competitive solicitation for an asset manager. After much
review, Berkshire sdected Energy USA-TPC Corporation (“TPC”) to manage its assets
for the period November 1999 through October 2000. This relationship was extended
through March 2001 until the Company’s agreement with the BP Energy East Alliance
became effective.

The Department’s order in DPU 93-141-A, established four categories of optimization
activities. These categorieshave been tracked snce May 1995. Thefollowing summarizes
the annua May through April earnings sincethat date by category. It should be noted that
the margins earned are returned to the ratepayers unless the Company exceedsthe margins
earned from the prior year. Inthat case, the Company retains 25% of the excessabovethe
prior year. Interruptible sales and interruptible transportation opportunities were entered
into by the Company and continue to be entered into on its own while capacity release and
off-system sales opportunities were entered into with the help of athird party. Capacity
release and of f- system salesfor the years 1996 through 2001 may be compared with 2002
to determine how the Company optimized its portfolio on a tand-alone basi's compared
with the Energy Eadt dliance. However, such comparison must be tempered by the
congderation of changing market conditions and opportunities. One significant trend has
been the ongoing and substantia reduction in the vaue of the Company’s assets for
optimization purposes. Theresponsesto RFP sissued by the Company havereflected this
trend. Perhagpsamore meaningful comparison isto benchmark levels of savingsthat might
be expected under norma conditions. The dliance compared favorably to such anayses.
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May through April
($000)

1996 1997 1998 1999 2000 2001 2002

Interruptible Transportation  $241  $179 $152 $190 $203 $134 $217

Interruptible Sales 612 538 245 216 368 62 249
Capacity Release* 394 200 0 51 457 625  0(3
Off-System Sdles 612 160 119 129 O 0
314 (a)

* Asset management in effect November 1999 to March 2001. All asset management payments were
assumed to be capacity release margins.

(&) To be categorized upon completion of follow-up audit report on aliance procedures and cortrols.
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Question:
D.T.E. 1-63

Response:
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Karen Zink
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Please refer to page 48 of the Company’ sfiling. Please explain how the “Company hes
actively monitored the operation of the alliance structure.” Please provide documentation to
support your answer.

The Company hasactively monitored the operation of thedliance sructurethroughitsdaily
participation in aliance attivities as wdl as the monthly review of gas cost invoices and
optimization savings. Alliance reporting processes were refined throughout theinitid term
and isreflected in revised agreements before the Department for review in docket D.T.E.
02-19. These procedures enabled the Company to identify and respond to any questions
or concerns regarding the dliance. The Company dso initiated acomprehensive audit of
aliance procedures and controls. The audit report is provided herewith. The report has
been treated as confidential in docket D.T.E. 02-19. The Company respectfully requests
that thismaterid be smilarly accorded confidentialy trestment and is providing copies of
the report only to the Hearing Officer and to the Attorney Generd and Divison of Energy
Resources pursuant to executed confidentiaity agreements.
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Question:
D.T.E. 1-64

Response:
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Please refer to page 48 of the Company’ sfiling. The Company notesthat “Berkshire was
directed to issue a new RFP and to demondtrate to the Department that renewing the
Optimization and Purchase Agreement with BP Energy would likely produce benefits to
Berkshire that would equa or exceed other market offerings.” Please provide a detailed
andysis supporting the Comparny’s decison concerning the Optimization and Purchase
Agreement with BP Energy.

Attached are the bids provided to Berkshire on a stand-aone basis. The bids provided
reflected the reduced market conditions that were in effect during the winter 2001/2002
period. The Company could not justify accepting proposasthat were Sgnificantly lessthan
the optimization dollars that had been achieved previoudy. Further, if the Company were
to have accepted any of these proposas, there would be no upside potentid to the
Company or itsratepayersif the market conditionswere reversed in the winter 2002/2003
period. Thus, Berkshiredetermined it was more appropriate to participate in acoordinated
competitive bidding and negotiation processwith the other Energy East companies. Plesse
see the attached spreadsheet which summarizes Berkshire s potential optimization savings
on alow range, mid range, and high range casefor savings. In comparing these savingsto
the bids provided to Berkshireon astand-donebasis, it isclear that they were provided at
the low range with no potentid upside to cusomers. Thus, based on this andyss, the
Company determined it should participatein thejoint bidding processwith the other Energy
East companies and, utimately, accept the bid from BP Energy which provided the most
upsde potentidl.

Please note that these bids are consdered highly confidential. These materids have been
provided in docket D.T.E. 02-19 subject to protected treatment. The Company
respectfully request smilar treatment for al the reasons stated inthat docket. Accordingly,
the Company is providing acopy only to the Hearing Officer and to the Attorney Generd
and the Divison of Energy Resources pursuant to executed confidentidity agreements.



Witness;
Date Filed:

Question:
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Please refer to pages 49 through 52 of the Company’sfiling. Please explain which
pipelines and regiona supply project changes “will have a direct impact on Berkshire' s
customers’ and how the Company plansto take advantage of these changesin the next five
years.

Many of the projects listed on pages 49 through 52 of the Company’ sfilingswill have an
indirect, and in some cases, direct impact on the Company’s customers. Thisisdueto
severd factors. Firg, al stakeholdersin the region benefit in terms of cost and rdiability
when new resources a greater competition are added to the region. The Company

expectsto securedirect benefitsin, for example, gas supply solicitations. A second areaof
benefit relates to the Company’s participation in the BP Energy East Alliance.  For

ingtance, the Company is dready benefiting from lower ddivery prices out of Dracut and
will have a further benefit from as the fadlity expands. While Berkshire will not have a
direct benefit from the projects that utilize Algonquin or Iroquois, there will be an indirect
benefit asamember of the Energy East dliance. For ingtance, if another aliance company
uses more Algonquin, Iroquois, or other pipeline gas, that would free up more Tennessee
pipeline gaswhich could benefit Berkshire' scustomers. Overal, any additiona sources of
gas into New England is a potentid benefit to customers which should result in lower
overdl prices and greeter reiahility.
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Question:
D.T.E. 1-84 Pleaserefer to pages 74 through 76 of the Company’ sfiling.

Q) M ease discuss the decis on-making process that the Company engagesin when purchesing
gas for storage during the off- peak season.

2 Includeinthediscusson alis of dl factorsthat the Company considers when determining
the gppropriate amount and price a which gas is procured for injection as well as the
factors which determine the timing of injection and withdrawd of gas from storage.

3 Please show graphicdly, and on a monthly bags, the amount of gas that the Company
injected or withdrew from storage for each of the past five years.

4 Please show graphicdly, and on a monthly bass, the amount of gas that the Company
withdrew from storage for each of the past five years expressed as a percentage of the
Company’ stota sendout for each month.

) Also, please discuss whether or not futures and options may be helpful toolsin procuring
gasfor storage.

Response:

(1and 2)

Underground storage capacity is an essentia tool in the Company’s cost minimization
drategy. Storage dlowsthe Company to utilizeitslong-haul pipeline capacity between the
production fields and the storage fields at a high load factor. Storage aso alows the
Company to serve pesk period requirementswith lower cost, off- peak gas, and to manage
minimum take requirements. Storage is dso a vauable means of managing short-term
fluctuationsin demand. When purchasing gas for storage during the off-peak season, the
Company will consder many factors, including the cost of gas a the time, the projected
cos of gas during the off-peak season, and wegther patterns. The Company will

accelerate or defer injections depending on the cost of gas at the time while managing its
injection targetsto comply with pipelinerequirements. Theoverdl god istoinject gasinto
storage when the priceis at the least cost while maintaining injection target levels.

Since November 1, 1999, Berkshire has purchased its gas supply for injection into its
dorage fields in a ratable fashion. Under an asset management agreement with Energy
USA/TPC, Berkshire paid for gasinjected into storage based on an index pricefor /7" of
itstotal storage requirement for the months of April 2000 through October 2000. As part
of its current contract with BP Energy, the Company pays 1/12" for the months of April
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and October and 1/6™ for the months of May through September.  This pricing is aso
index based. It isimportant to note that the payment is based on “paper injections’. That
is, the amount of physical gasthat isinjected into Sorageisat the discretion of BP Energy,
and formerly Energy USA/TPC. The storage capacity that the Company holds with
Dominion and Tennessee Gas Pipeline are assets that are optimized by BP Energy as part
of the Alliance agreement between the Company and the other Energy East LDC's. BP
Energy will physicaly inject gas into sorage on behdf of the Compary & its option.
Berkshireisnot liablefor any changing market conditionsthat may be present at thetime of
the physica injection.

(3and 4)

Q)

See graphs attached.

Pleaser refer to the response to partsin (1) and (2).
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Question:
D.T.E. 1-86

Response:
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Please explain what stepsthe Company hastaken to protect cusomersin the future, from
the kind of high gas price volatility that occurred in the winter of 2000-2001. Please
provide an analysis showing the Company’ s expectation of gas commodity pricesin the
next fiveyears, including adiscusson of thefactorsthat arelikely toinfluencethoseprices.

Berkshire notesthat it has been very active and cregtive in managing itsresource portfolio
to ensure least cost gas and rdigble service for its customers, which should result in

protecting customersfrom thekind of high gas price voltility that occurred in the winter of
2000-2001. Itisimportant to recognizethe stepstaken to date to addressthese concerns.

Berkshire has utilized a range of opportunities in its resource management including

restructuring contracts to be both flexible in its pricing provisons aswell as the amount of
gas purchased or delivered and the length of the contracts. By developing an efficient but
flexible portfolio, the Company can provide least cost gas and reliable service for its
customers. The Company has aso worked with third party providers (see below) to help
the Company gain more vaue in its portfolio by releasing capacity or making off-system
sades when not needed by the Company’s customers.  This has resulted in additiona

savings to customers.

As noted in the response to Information Request D.T.E. 1-62, pursuant to Order 636,

locd digtribution companies such as Berkshire were required to secure and manage their
own gassuppliesand supply assets. Inresponse, Berkshireimplemented severd initiatives
in order to manage its own gas supplies. Berkshire, dong with six other New England gas
utiliies, formed the Mandfidd Consortium.  This collaboration enabled these smdler

companiesto “pool” their resourcesin order to achieve aggressively order to secure more
favorably priced supply contracts with favorable terms and conditions. The Mandfield

Consortium afforded Berkshire greater market power and enabled Berkshire to secure
more favorable priceswhile maintaining security of supply, thusmitigeting risk. Regarding
the management of supply assets, Berkshire aso utilized the services of retained Pendulum
Gas Resources to market off-system sales and rel ease excess capacity on the Company’s
behdf. This arrangement was in place from 1993 through 1999. Berkshire secured

subsgtantid margins for the benefit of customers through this relationship whilemaintaining
religbility.

Berkshire' sresource management activities continued to recognize new opportunities that
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resulted from changing market or regulatory conditions. For instance, the Company had
experienced migration from saes to transportation service which gave the Company an
opportunity to adjust its resource portfolio. Firgt, the Company went through extensve
negotiations with Tennessee Gas Pipeline in the renewd of its capacity contracts. The
revised contracts resulted in significant savingsto customersin demand chargesaswell as
the flexibility to reduce the amount of the maximum daily upstream cgpacity if market or
regulatory conditions changed. Second, Berkshire was ableto terminate astorage contract
that was no longer required due to the migration on the Company’s sysem. This dso
resulted in sgnificant savingsto customers. Findly, the Company terminated along-term
gas supply contract that included demand charges and replaced it with a short-term gas
supply contract with minima demand charges.

In addition to the contract revisions, the Company congdered other waysinwhich it might
further optimize its resource portfolio. Shortly after the Department’ s Order in 98-32-B,
which unbundled the gas market for dl customers on a Sate leve, the Company went
through arobust, competitive solicitation for an asset manager. The Company’ ssolicitation
sought to address Department mandates, but aso exploit newly available opportunitiesfor
the benefit of customers. After substantiad review and negotiation, the Company executed a
contract with Energy USA-TPC Corporation (“TPC”) to manageits assetsfor the period
November 1999 through October 2000. The agreement was reviewed and approved by
the Department in Berkshire Gas Company, D.T.E. 99-81 (1999). During theterm of the
agreement, the Company’s parent was acquired by the Energy East Corporation.
Berkshire recognized that substantid new opportunitiesmight be availablefor the benefit of

customers as aresult of the merger and considered opportunitiesto secure such customer
benefits at the earliest date. That arrangement was extended Accordingly, Berkshire
extended the TPC agreement through March 31, 2001 so that the Company could

consder another opportunities to combine its assets with other Energy East companiesto
gain more vaue for its cusomers.

In late 2000 and early 2001, Berkshire pursued an aggressive benchmarking effort to
determine the opportunities that could be secured for customers through the combined
efforts with other Energy East locd digtribution companies. Berkshire and these entities
ultimately issued a request for proposals for a range of potentia services, either on a
combined or individud basis. As aresult, the Company Effective April 1, 2001 to the
present, the Company has been involved in an dliance arrangement with the other Energy
East companies and BP Energy Company that was gpproved by the Department in
Berkshire Gas Company, D.T.E. 01-41 (2001). Thisaliance established a cooperative
initiative among BP Energy and the L DCs with the objective of lowering gas coss while
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maintaining reliability of service. It is important to note that 100% of the optimization
savings have been returned to firm sales customers, absent any threshold savingsgenerated
pursuant to D.P.U. 93-141-A. Additiondly, the agreement with BP Energy Company
includes a requirement for BP to provide a portion of the Company’s daly gas supply
needs. This requirement includes flexible pricing terms including the ability to establish a
trigger price for the cost of the gas supply rather than relying upon the first of the month
priceindex. While the Company has not exercised the trigger price option, it is a benefit
that may reduce risk and provide more price dability for cusomers. Findly, the
optimization arrangement with BP Energy provides the upside potentid to the LDCs, thus
insuring customers will achieve more optimization & a time when it is most necessary —
during a period of high and volatile prices, such as occurred in the winter of 2000-2001.
This important feature was enhanced in the new dliance agreements pending before the
Department in D.T.E. 02-19.

In addition to managing its upstream resources as described above, the Company hasbeen
successful in the management of its downstream resources. For instance, the Company’s
aggressve and crestive efforts, including the use of 1oad management and conservation
resources, deferred substantially the need for the Company’ s state- of-the-art LNG fecility
and, thus, resulted in cost savings to customers. Further, the development of the LNG
plant resulted in substantial cost savings over moretraditiond resource dterndives. Findly,
the Company’ srelaionship with alocal cogeneration facility provides peaking resourcesto
customers at no cost unless the resources are used.

This brief summary demondrates the aggressve, creative and continuing efforts of the
Company to optimize its resource portfolio. Berkshire has sought to secure benefits and
reduce price risk through a variety of initiaives, both long- and short-term. Berkshire
believesthat these efforts have hel ped the Company to address both price and volatility risk
for the benefit of customers and led to severa genera conclusons. Customer price and
volatility benefits are secured best when the Company isflexible and responsveto changing
conditionsand new opportunities. solicitation should reflect then current opportunitiesand
conditions.
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@

(b)
(©

(b)
(©

Please explain whether the Company used any risk management tools, financia or
physicd, inthe padt five yearsto mitigate gas price volatility? If theanswer isinthe
affirmative, how successful were they?

If the answer to (a) is negative, please explan why, highlighting any problems
and/or difficultiesin the use of risk management toals.

Doesthe Company plan to use any risk management toolsin the next five yearsto
reduce gas price voldility? If the answer is in the affirmative, please explain the
Company’s choice of risk management tools. If the answer is negative, please
explan why.

See the response to DTE 1-86 for adiscussion of the Company’s participation
with an asset manager and an dliance arrangement which hashdped to mitigate gas
pricevolatility. The Company has not entered in the risk management transaction
directly, rather, the third party managing or hel ping to manage the portfolio enters
into the transaction on the Company’ sbehalf. The results have been successful as
noted by the level of optimization achieved in the responseto DTE 1-62.

Not applicable.

Berkshire believes that LDC's should have clear direction as to the nature of

permissible risk-management transactions. Berkshire has been able to rely upon
the clear directivesof the Department inthisregard. See, D.T.E. 01-41. Berkshire
believes that the Department should continue to dlow the LDCs to choose
whatever risk-management indrumentswill result in least cogt, reliable servicefor
its customers, as long as the LDC does not engage in any speculaive financid

arangements.  Alternatively, if an LDC wishes to pursue more speculative
srategies, the LDC should be ableto secure relevant regulatory approvasand, in
turn, be able to rely upon the terms and conditions of such gpprovals.
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DTE 02-17

Karen Zink
August 9, 2002

Please refer to pages 10, 11 and 13 of the Company’ sfiling.

Please providefigures showing theload reductionsresulting from theimplementation of the
Company’s DSM and other conservation programs in the past five years by customer
class.

How much of the forecasted increases in demand in the next five years can be met with
demand- s de management programs.

Please comparethe costs and environmenta impacts of demand- sde management, rddive
to meeting demand with increased levels of other resources.

1) Thefollowing are savings data resulting from the Company's DSM/Energy Efficiency
programs as reported in each of the Company's Annua Update on the status of Demand
Side Management Activities.

Program Period | Resdentid Savings Commercid and Indudtrid Savings | Totd Savings (MCF)
(MCF) (MCF)

1997-1998 14,354 41,160 55,514

1999-2000 28,907 22,167 51,074

2001-2002* 14,683 20,601 35,284

TOTAL 57,944 83,928 141,872

*January 1, 2001 through April 30, 2002

2) The Company has projected approximately 63,868 MCF of savings attributed to its
DSM/Energy Efficency efforts over the next five years.

3) During the same time period, i.e. January 1997 through April 30, 2002, the Company
spent atota of $3,121,709 on its DSM / Energy Efficiency programs. The Company's
total avoided costs for the same time period were $6,569,305 resulting in a benefit cost
ratio (BCR) of 2.10. The Company's avoided cost caculations do not include
environmenta externdities.
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DTE 02-17

Karen Zink
August 9, 2002

Please refer to page 30 of the Company’ sfiling. Please outline any awareness programs
which the Company has ingtituted to educate its current and potentia customers on the
implementation of gas unbundling and customer choicein Massachusetts. Inyour response,
please highlight, in particular, the steps that the Company has taken to educate customers
on issues relating to the Company’s ability to serve capacity-exempt transportation
customers who request to switch back to the Company’ s default sales service.

The Company hasundertaken substantid effortsto educate current and potentid customers
on the implementation of gas unbundling and customer choice in Massachusetts to date.

The Company has long supported the efforts to unbunde the market. The Company’s
effortshaveincluded awiderange of particular measures. For example, the Company has
included anumber of insartsto its customers over the years to inform them of the current
developmentswith natural gas unbundling in Massachusetts and the customers options. The
Company conducted severd well-attended meetings with its commercid and indudtrid

customers to describe the customers new options and to encourage each customer to

secure the least cost gas supply. Many steps are taken on a daily basis by service

representatives, primarily in terms of responding to customer inquiries. In addition, the
Company has been activein terms of implementing procedura steps to make the process
run smoothly and avoid customer frustration. The Company was the first New England
utility to supplement eectronic data interface so that more accurate information can be
provided and hilling errors avoided. The steps the Company has taken to educate

customers on issues relating to the Company’s ability to serve capacity-exempt
trangportation customers who request to switch back to the Company’s default sales
service have been direct one on one contact with those customers. When notified, the
Company’ sKey Account Representative, Transportation Manager or Ratesand Planning
Adminigrator cal or meet with the cusomer to go over the cusomer’s options. The
customer is informed that by staying capacity exempt, they may be able to negotiate a
lower pricefrom the supplier than if they had capacity. The customer isencouraged to stay
capacity-exempt by renewing the supply cortract with their current supplier or negotiatea
contract with anew supplier fromthelist of active suppliersworking in Berkshire sservice
territory that the Company provides.
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Question:
D.T.E. 1-102 Plesserefer to pages 80 through 82 of the Company’ sfiling. Please describe how each of
the peaking propane plants fits into the Company’ s non-regulated propane business.

Response:  The Company doesnot maintain any non-regul ated propane operations. Theseoperations
are conducted by an affiliate. The Company’s customers benefit by the alocation of
operating costs of certain shared storage facilities. These storage tanks are necessary in
order to providereliable service. Berkshire' scustomershavefirst priority on thetanksyet
are only respongble for gpproximately 5% of the cogts of the tanks.
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Karen Zink
August 9, 2002

Pleaserefer to page 67 of the Company’ sfiling. Pleaseexplain how the congruction of the
LNG storage and vaporization facility in Whately has contributed to the Company’ sgod of
“Least Cost Supply Strategy.”

Congruction of the LNG facility was one of severd dternatives that the Company
consdered when addressing the reliability concern it had in the Eastern Dividon of its
serviceterritory. It was ultimately decided that building an LNG fadlity in Whatdly would
provide the best benefit to Berkshire' s customers without the exposure to the significant
codsof laying additiond pipeintheground or relying on the propane peek shaving plantsin
Hatfield and Greenfidd. The LNG facility has given the Company a high degree of
reliability thet it did not have in the eastern portion of its didribution sysem. While
Berkshire's customers are paying for costs associated with building the Whatdy LNG
facility, those cods are consderably less than the more codtly dternative of putting
additiond pipein the ground.

Please refer to Attachment DTE 1-108 that includes severd sections of the text fromthe
“Operationd, Environmental & Economic Plan and Andysis of Alterndive Sites for a
Proposed LNG Pesking Fecility” dated January 1999 (“Plan and Andyss’) that
accompanied the Company’ s petitions to the Department and the Energy Facilities Siting
Board with respect to the construction and operation of the Whately LNG plant. The
following sections of thetext of the Plan and Analysisare provided: Section 1— Executive
Summary; Section 2 — Overview of the Greenfield Distribution System; Section 3— Need
for the Proposed Facilities, and Section 4 — Analyss of Project Alternatives. Section 4
includes the results of a 20-year planning period NPV andyss. This andyss did not
include any inflation adjustment and, therefore, understated the cost berfits of the LNG
proposa. The Company’ sandyss determined that the LNG facility dternative had NPV
costs of approximately 60% of a project dternative that did not provide a sound

engineering solution and approximately 44% of the NPV cost of the only practical project
dternative. Revised cost andyses presented in the casethat included aniinflation factor are
cited in the Department/Energy Fecilities Sting Board decision and demondtrated that the
LNG facility dternative had an NPV cost of 36% of the practicd project dternative. See
EFSB 99-2/DTE 99-17, pp. 28-30.
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@ Please develop aline graph that analyzes Berkshire' spercentageleve of utilization
of contracted LNG for eechyear Snce1992. (TheY axisshould indicate variance
percentage from LNG contract volume to actual LNG use on amonthly basis).

(b) Please provide the data points (in volumetric and percentage terms) used to
generate thisline graph.

(© Please provideadiscussion for thoseingtanceswhen LNG utilization waslessthan
60%.

Berkshireisnot ableto supply aline graph becauseits historica records do not go back to
1992. However, any such graph would reflect the fact that the Company believesit has
continualy taken thefull contractua volumes under itsLNG agreement with Digtrigas, with
the exception of only this past winter. Thiswas dueto the fact that the price of this supply
this past year, which is adjusted annudly, was congstently higher than gasavailableonthe
market. To ensure a least cost digpatch, Berkshire relied on other supply aternatives
through the BP Energy / Energy Eagt dliance to serve its cusomers with a lower cost
supply. The Company did utilizeits Distrigas contract by nominating LNG liquid tofill and
maintain proper sorage levels at its Whatley LNG facility. A table providing higtorica
LNG sendout is provided for information purposes.
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Pleaserefer to pages 79 and 80 of the Company’ sfiling. Pleaseexplain and quantify onan
annua basis how the Rittsfidd Generating plant provides benefits to the Company and its
customers. Please provide a copy of the contract that the Company has with Pittsfield
Generation covering the arrangement for peaking supplies.

The primary benefit to the Company’s customers is the absence of demand charges
associated with the agreement. There are several components to the contract structure.
Firgt, the Company isentitled to firm transportation to the Company’ s Aittsfield load certer.

This feature provides reliability and avoids the need to incur costs associated with an
expansion of the TennesseeNorth Adamslaterd. The Company dso mantansavariety of
gas purchaserights, including during pesk periods. Thiscritical peaking resource provides
ahighlevd of reliability for Berkshire during pesk conditions and in the event of a supply
disruption. The Company only pays for the commodity cost of the gasit receives. The
priceto Berkshireisca culated on aformulabased on Pittsfield Generating' scogt of natural
gasit receives at thefacility and the cogt of their dternativefud. Findly, the Company has
engaged injoint balancing resulting in subgtantial savingsinimbaancecharges. Itisdifficult
to quantify the benefits secured from this arrangements. The Company estimates that
benefits for customers over the term of these agreements have exceeded severd million
dollars, al secured a no cost to customers. The relevant agreements with Rittsfidd
Generating (formerly “Altresco”) are attached.
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Please refer to pages 79 and 80 of the Company’ sfiling. Pleasedo a cost-bendfit andyss
of the Fittsfield Generation arrangement compared to other dternative pesking and storage
options. Inyour analys's, please discuss dso the importance of non-pricefactorssuch as
flexibility, diversty, and reiability in the Company’s decison in relation to the Rittsfiedd
Generation resource and other dternatives.

Please refer to the response to Information Request D.T.E. 1-116. A preciseandyssof
the benefitsis more difficult and not particularly informétive as the Company incursno cods
associated with this resource (unless it eects to purchase some of the plant’ s gas supply).
The Company has secured millions of dollars of benefits over the term of the agreements
and avoided the need to incur other costs. The contract provides dversty, rdiability,
flexibility and cogt benefits. 1t isimportant to note, however, that the contract with Rittsfield
Generating has no cost unless the service is caled upon, making this one of the least cost
peaking resources availableto customers. Accordingly, the Company expectstoretainthis
extremely beneficid service. The Company is proud to have applied innovative and
credtive planning o as to secure such asubstantia benefit for customers.
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Please refer to page 82 of the Company’ sfiling.

Please discuss in detail the measures that the Company has in place to reduce load in the
case of an emergency.

Pease indicate if the Company has ever had to implement this procedure. |If yes, please
provide dl information as to when and under what circumstances.

Please discussa so how successful the Company’ sload management program hasbeento
date.

P ease discuss how the Company intendsto improve uponitsload management programin
the next five years.

Gas Digpatch Operationsis in the process of developing an Emergency Load Shedding
Pan. A lig of customers on the system that use at least 600 ccf per any one month has
been compiled. From the origind list the following has been devel oped:

(a) Breakdown by Gate Station, location of the meter set, assgnment to critical
vavesin theterritory, 24/7/365 contact with existing customers for access a
any time,

(b) Program includes 3 years of monthly usage at the meter and is then broken
down for seasona and daily usage at the critica valves by Gate Stetion.

To date, the company has not had the need to implement this procedure.

(c) The Company’s largest customer has participated in the Load Management
Program sinceitsinceptionin 1993. TheLoad Management Program dlowed
the Company to defer congtruction of its Whatdly LNG V gporization facility
until 1999. Until this time, the Load Management Program was the
Company’ ssole means of maintaining adequate distribution system pressurein
its Greenfield Divison during peak or near pesk periods or when ddivery
pressures from the Tennessee Gas Pipeline Company system dropped.



Department of Telecommunications and Ener gy
First Set of Information Requests

THE BERKSHIRE GAS COMPANY
DTE 02-17

(d) The Company will continue to offer the Load Management Program
throughout the forecast period. The Company will makethisservice available
to digible customers but does not anticipate customer additions during the
forecast period.
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Please discuss any mgor problems that the Company has had in serving cusomersin the

past five years during pesk and off-peak periods and how the Company resolved those
problems.

The Company has not had any mgor problems where the Company was not able to
provide service to customers during peak or non-peak periods in the past five years.
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Please indicate whether the Company made any spot gas purchasesin the past five years.
With regard to the Company's purchase of spot gas, please discuss:

@
(b)
(©
(d)
(€
®

()

(b)
(©

(d)

the volume of spot gas purchases the Company has made over the past five years.
the point of purchase of spot gas (i.e the wellhead or the city gate)

the advantages and disadvantages of purchasing spot gas a both the wellhead and
a the city-gate.

the Company's inherent ability to maintain low cost gas at the targeted sandards
of rdiability given that gpproximately two-thirdsof itslong-haul supply isspot ges.
the effects of asignificant rise in spot prices (10% increase, 25% increase, 50%
increase) on the Company's CGAC.

please provide a chart reflecting the commodity price paid by Berkshire Gasfor
each commodity contract.

how the Company determines the quantities of gasto be purchased on the spot
market and how it selects spot gas vendors.

Please see the attached table.
Please see the attached table.

The advantages and disadvantages of purchasing gasat thewellhead or city-gateis
dependent upon the market conditions at the time of the purchase as well asthe
source of the gas. For example, if the Company were able to buy gas a Dracut
and bring that gasto itscity-gate at alower price than gasfrom the production area
transported on Berkshire' slong-haul contract, the transaction would contribute to
the Company’ s god of least cost dispatch. Conversaly, during periods of highly
volatile market area prices, Berkshire would rely on purchasing gas in the
production areaand trangporting the gasto its city- gatesonitslong-haul contract.

The Company’s ability to maintain low cost gas is due to the flexibility of itsfirm
gassupply and transportation contracts. Berkshire, asshown inthe atached teble,
has not purchased ahigh volume of spot gasin recent years. Thisismainly dueto
its assst management arrangement beginning November 1999 and its dliance
partnership starting in April 2000. Prior to these agreements the Company did
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meet a Sgnificant portion of its supply requirement with oot gas, mainly to fill
storage.

A risein spot gas prices would have an effect upon the Company’s CGAC. The
impacts would be less than the price increase due to the fact that demand charges
would not change and because of the pricing provisions within gpproved supply
contracts.

Please see the attached table.

Berkshire sgas supply planning process determinesthe volume of gasrequired for
that month as well as an average dally requirement, including Storage injections.
Thisprocessis based on the Company’ sforecasted sendout under normal weether
conditions for a particular month. If Berkshire's service territory experiences
colder than norma wegther during a month, the Company’ s sendout will increase,
as will its supply requirement. As a member of the BP Energy / Energy East
Alliance the Company has the cgpability of purchasing additiona spot gas with
various pricing optionsthrough thedliance. Berkshireadso had similar optionswith
Energy USA/TPC under its asset management arrangement. Prior to November
1999, the Company would acquire spot supply from various supplierswho kept in
contact with Company personnd on a regular basis. Pricing was the mgor
congderation in determining which supplier Berkshire contracted with snce the
Company only dedlt with Companies that provided rdligble service.
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Please discuss, in relation to the design of the Company’ s supply portfolio:

the advantages and disadvantages of short-term contracts versus long-term contracts for
gas supplies, transportation, and storage to the Company and its customers.

the advantages and disadvantages of short-term contracts versus spot market purchasesof
gas supplies to the Company and its customers.

the advantages and disadvantages of long-term contracts versus spot market purchases of
gas supplies to the Company and its customers.

the tools and mechanismsthat the Company employsto monitor and assessthe market for
supplies, transportation, and storage.

how effective have the tools and mechanismsthat the Company usesto monitor the market
been in the padt five years?

The decison whether to enter into a short-term or long-term contract for gas supplies,
trangportation, and storage will depend on many factors including current price versus
future price projections, availability, supply/demand, and rdigbility to nameafew. Further,
during changing market conditions, such asiscurrently the casewhilemigrationisoccurring,
it isimportant to maintain flexibility in any contract decisons, especidly if itisalong-term
contract.

The decision whether to enter into a short-term or spot market purchase of gas supplies
must congder price and rdiability. For ingtance, it is important to have areliable, firm

supply of gas guaranteed to be delivered during the pesk season. However, during the off-
peak season, if the Company can secure a more favorable price, spot market purchases
may be acceptable aslong asthe supply will bedelivered. 1t should be noted that most gas
supply contracts are priced in a Smilar manner, that is based on index, thus, whether the
contract is short-term or a spot purchase the price may be comparable. Therefore,

reliability is an added consderation to the decison making process.

Seeresponse to 2.
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The Company monitors the market by relying on journds, price quote services such as
NYMEX websites, Gas Daily or Insde FERC publications, dliancemembers, and beingin
touch with the market through conferences, meetings, and discussions with other LDCs.

The tools and mechanisms the Company has utilized in the past five years to monitor the
market have been successful asthe Company’ s cost of gas adjustment is competitive with
market prices.
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Please describe the processes by which the Company anadyzes its supply and capacity
requirements and makes decisons concerning the portions of supply necessary to meet
elements of anticipated demand. In your response, please describe the process by which
the Company identifiesthe options and Strategiesthat are availableto it when designing its
portfolio. Please indicate the officers and individuas responsible a each stage of this
process.

As described in the Company’ sinitid filing, the Company’ sforecast of firm sendoutisthe
bassfor designing its portfolio of resources. The resource requirements are determined and
andyzed for norma year, design year, cold sngp and design day weether conditions. The
Company will then run its Gas Supply Dispaich Optimization Modd (Supplementary
Materids, Vol. 3) to evaluate and compare, the mix of the portfolio required to meet the
daily projected sendouts on a least-cost scenario. The types of resources needed will
generdly be determined by the shape of the customers |oad distribution on the Company's
system. Resources are sdlected to further Berkshire's portfolio objectives, namdy to
continueto providerdiable, least cost service with aminimum impact upon the environment
under norma and design conditions.

Like most gasdistribution companiesin Massachusetts, Berkshire' sresources need to medt
the typica loads experienced on its system, i.e. base, seasond and peaking. Berkshire's
wegther patterns are the coldest and most severe in the state. Berkshire' slocation dso
reduces the opportunities available to the Company. Theresourcesto meet these various
scenariosarefirm third party supply from South Texasand L ouisianaand Canadian Supply
from Niagara Fdls, New York and firm transportation on Tennessee Gas Pipdine
Company’ ssystem from those areasto Berkshire smeter stationsfor base load. Recantly,
supply optionsare availablefrom Nova Scotia. Seasond |oads are served with Sorage gas
located in New York, Pennsylvania and West Virginia and with additiona firm
trangportation on Tennessee Gas Pipdine from thoselocationsto Berkshire smeter Sations
aong with base load supplies. Peaking loads are served with acombination of both LNG
backhaul ddlivery on Tennesseeaswell asLNG liquid vaporized at Berkshire stemporary
facility located in its Greenfidd service teritory (for maintaining sysem operating
pressures). In addition, the Company aso utilizes its peaking resources located within its
sarvice territory.  They include a pesking contract with a cogenerator, loca propane
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production at its five pesk shaving facilities and its Load Management Rate utilized in its
Greenfidd divisonto completeits pesk day resources required to meet Company sendout.

The Company’s ongoing DSM programs have aso provided and continue to provide
resources for the Company for westher sengtive customers.

The Company continualy monitors and evauates its resource plan. To this end, the
Company monitorsdaily gasindex pricesin order to change supply mix when cost savings
will result. On adaily, weekly and monthly basis, the Compary evauates its resource
requirements and releases those assets not required to serve its market and returns any

vauesreceved for those assetstoitsfirm customers. Longer term resource requirements
are addressed at least twice per year. Thefirst andydsisperformed during theyearly fisca

budgeting processwhilethe second, and more substantia, resource requirement andysisis
performed for the Company’ sinternd five-year long-rangeplan. Thisprocesshighlightsthe
need for, and timing of, resource requirement adjustments. Given the cyclicd nature of

supply availability, the Company's god is to develop a long-term supply plan which

achieves aproper baance of the overdl gods of flexibility and reliability for its customers.
The pursuit of a"Least Cost Supply Strategy” alows Berkshire Gas to provide for the
public hedlth, safety, and welfare with reasonably priced gas supply at dl times.

The Company'soverdl resource plan must aso reflect therequirementsof diversification of
supply resources, maintenance and operation of a sound distribution system, aswell asto
providefor future demonstrated customer demand. The resource plan must beflexibleto
facilitate the Company’s response to changing market and regulatory conditions. The
Company's supply plan and resources are adso continudly being evauated for such

additional factors as existing contractua changes and projected regulatory requirements,
egpecidly in light of the collaborative effort currently in progress developing
recommendationsfor deregulaing the gasindustry in the state of M assachusettsand having
full competition of commaodity salesof gasto customers. Thedecisionsby the Department
for unbundling isexpected to subgtantiadly change the requirements and, intumn, theplanning
process for the Company.

Theofficersand individuasinvolved directly or indirectly in the planning sagesincludethe
individuas listed on the response to DTE 1-58 as well asthe President of Berkshire Gas
and the Senior Vice President of Transmisson and Supply of Energy East Management
Corporation.
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Please discuss the Company’s current expectations about the gas supply market and

whether it expects new contractsto offer superior/inferior termsand conditions compared
with previous offerings.

The Company has had direct experience with market conditions and offerings for new
contracts in the last year. The responses to the Company’s RFP for replacement gas
supply resources reflects lower demand charges than were in effect in 1992 when the
Company entered intoitslast gas supply contracts. Further, thereareadditiona sourcesof
supply and capacity available today that were not available in 1992. However, the gas
supply market isinavolatiletime period which may place moreredtrictionson certain terms
and conditions of contracts, such as gricter take or pay provisons. Thus, the Company
believes certain provisons of new offeringsmay be superior to current contractswhile other
provisons may beinferior to current contracts.
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Question:

D.T.E. 1-137 Pleaseidentify the stepsin the Company’ sresource acquisition process. Please detall the
process involved when the Company solicits the marketplace for incrementa and
replacement resources.

Response:  Seetheresponse to information request DTE 1-128.
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Please submit a copy of the Company’s standard (or most recent) RFP for pipeline
supplies of natural gas. Please refer to the RFP and discuss (1) how it meets the
Company’ ssupply strategy and (2) how it hel psthe Company meet its planning goals and
objectives.

See attached RFP which was issued for the Company’s replacement of its existing gas
supply contracts. Page 2 of the RFP discussesthe objectives of firm supply servicewhich
meet the Company’s supply strategy. Page 6 through 9 outline the minimum service
requirements which will help the Company meet its planning god's and objectives.
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Question:

D.T.E. 1-144 Plesse refer to page 42 of the Company’ s filing where the Company states, “ Still further
andyss will be performed when mandated by particular circumstances.” Please explain
what form of andyss would be performed and what type of “circumstances’ can be
expected?

Response:  The nature of the anadys's depends upon the particular circumstances and the relevant
concern. For example, in the face of higher gas costsin 2000/2001 extensive additiona
efforts were gpplied seeking any available opportunity to secure savings. In the fdl of
2001, the Company completed avariety of effortsto addressddivery concernswith LNG.
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